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Introduction

¢ How forecasts are used

¢ Review of forecasts
— CEC vs. national, PNW.: & NYMEX futures
— CPUC forecasts

¢ Unavainianility, ef relevant CPUC
fGrecasts




Why Forecasts?

¢ Planning vs. Contracting
— Planning — assessing options
— Contracting — setting price and terms

¢ FOr planning: a range apprepriate

¢ FOK contiracting: polnt ierecast With
riske assignmENRt BetWween parties

9 CEC — planning
9y CPUE — contiraching/matemaiing




Measuring Importance of Forecast
“Certainty”

¢ Every forecast will be wrong

¢ What are the conseguences of being
WIromng?

¢ Influence of near term prices dependent

on discount and price escalation

— 50% In filrst 20 y/ears off 40! years with 5%
discount rate and 2% real escalation

— BO% withr 0% discounit ratewith 0% real
escalation




Influence of Discount Rate on Present Value

Cost Distribution over Planning Horizon
with 0% Real Escalation Rate
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Influence of Discount Rate on Present Value

Cost Distribution over Planning Horizon
with 2% Real Escalation Rate
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Forecasts Review

» NYMEX EFutures — seasonal pattern
¢ National

¢ Paciiic Nerthwest

¢ CEC

o CPUC — VIPR & Avelded Costs

¢ |OU forecasts

¢ CAISO forecasts
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Comparison of NYMEX Monthly Prices
Henry Hub
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NYMEX Natural Gas Price Futures 2007-2011
vs. CEC Staff Forecast

—& - CEC 2006 Staff Draft (6/06) =X - NYMEX Futures Dec 2005
——NYMEX Futures Jun 2006 —#—NYMEX Futures Aug 2006




Comparison of National Gas Price Forecasts
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Comparison of PNW Gas Price Forecasts
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CEC Staff Natural Gas Price Forecasts 2005-2025

Southern California Border

—e— CEC 2006 Staff Draft (6/06)
—< - CEC 2005 Staff (9/05)

—— CEC 2001 Staff (9/01)




Comparison of CPUC Forecasts
MPR vs. EE Avoided Costs

X

= o

=
28]
>
=
&
T
£
£
O
Z

—& - CPUC 2005 MPR (3/06) —i— CPUC Avoided Costs (3/06)
~—&— CEC 2005 Staff (9/05) =—>( *NYMEX Futures Dec 2005




Comparison of CPUC Forecasts
PG&E ERRA, PacifiCorp vs. 2004 MPR & EE
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—A— PG&E 2006 ERRA (10/05) PacifiCorp 2005 GRCs (11/05)
- « CEC 2005 Staff (9/05) —e - CPUC 2004 MPR (2/05)

=l - CPUC Avoided Costs (4/04)




Comparison of CAISO Transmission Study
Forecasts
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¢ CAISO PV-Devers2 (2/05) B CAISO Sunrise Powerlink (7/06)
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CPUC Gas Price Forecasts Status—2003-04

Docket

A.04-01-009

A.04-02-026
A.04-03-008

R.04-04-003

R.04-04-003

R.04-04-003

Proceeding

PG&E Diablo Canyon SGRP

SCE SONGS SGRP

SDG&E Procurement (Otay Mesa and
Palomar)

SDG&E 2004 Long Term Resource
Plan

SCE 2004 Long Term Procurement
Plan

PG&E 2004 Long Term Procurement
Plan

Source/Methodology Filing Date

gas purchases redacted, no price forecasts
in application

price forecasts held confidential

price forecasts held confidential in

Appendix 2A

1/9/04

Global Insight (semi-annual) 2/27/04
3/8/04

Independent by SoCalGas 7/9/04

Global Insight (semi-annual) 7/9/04

NYMEX forwards, extrapolated 9/1/04




CPUC Gas Price Forecasts Status — 2005

Docket

R.04-04-026
A.05-01-018
A.05-05-006
A.05-05-011
A.05-05-012
A.05-06-004

A.05-06-011
A.05-06-015

A.05-06-016
A.05-06-017
A.05-06-003
A.05-10-004

A.05-10-010

A.05-10-012
A.05-06-007
A.05-11-022
A.05-12-030

Proceeding

CPUC Energy Division 2004 MPR
SCE Critical Peak Pricing

PG&E 2005 ERRA

SCE 2005 ERRA

SDG&E 2005 ERRA

PG&E energy efficiency programs
budget

SoCalGas energy efficiency programs

SCE public goods charge energy
efficiency

SDG&E gas/electric energy efficiency
SDG&E demand response programs
SCE South of Path 15 Procurement
SDG&E 2006 ERRA

SoCalGas Long Term Gas
Transportation agreement

SoCalGas 2005 Winter Use of Storage
PG&E 2006 ERRA

PacifiCorp GRC

SCE Kern River CC PPA

Source/Methodology
Blend of EIA, CEC, and private

only upper and lower bounds

Single winter season estimate
NYMEX futures extrapolated
Opal Wyoming market price

Filing Date
2/10/05
5/1/05
5/1/05
5/1/05
5/1/05
6/1/05

6/1/05
6/1/05

6/1/05
6/1/05
6/2/05
10/3/05

10/7/05

10/11/05
10/14/05
11/1/05

12/23/05




CPUC Gas Price Forecasts Status — 2006

Docket
R.04-04-025/-003

A.06-04-001

R.04-04-026

A.06-04-016

VVarious

Proceeding
CPUC 2005 Avoided Costs

SCE 2006 ERRA

CPUC Energy Division 2005 MPR
Resolution E-3890

SCE 2006 ERRA trigger

GRC Filings: PG&E, SCE, SDG&E

Source/Methodology
NYMEX, then blend of CEC, and 2 private

NYMEX, then blend of CEC, and 2 private

Filing Date
3/24/06

4/3/06

4/9/06

4/14/06




